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L. Brooks Patterson
Prosecuting Attorney
Courthouse Tower
Pontiac, Michigan 48053

Dear Mr. Patterson:

In your letter of November 17, 1983, you request that the Secretary of State
issue a declaratory ruling on the question of whether the contribution limits of
section 52 of the Campaign Finance Act, 1976 PA 388, as amended (the "Act"), are
applicable to contributions made to an officeholder who is the subject of a
recall election.

Your request was made subsequent to the dismissal of your action against Senator
Mastin's candidate committee in Qakland County Circuit Court. The dismissal was
based on your failure to seek a declaratory ruling from the Secretary of State
prior to seeking declaratory relief from the Court.

Specifically you state the following:

"1 am requesting that you specifically rule whether Section 52 of the
Campaign Finance Act applies to a candidate committee of an office
holder subject to a recall vote. I am sure that you are aware of the
October 7, 1983 letter from Mr. Philip T. Frangos, Director of
Hearings and Legislation for your office, which advises that the pro-
visions of Section 52 do not apply to a candidate for recall. I
disagree with that ruling and request that you reconsider it and issue
a formal declaratory ruling on that issue."

This review of the matter indicates that the letter issued by Phillip T. Frangos
October 7, 1983, reaches the correct conclusion with respect to the applicabi-
Tity of section 52 of the Act (MCL 169.252). The basis for concluding that
contributors are not bound by the contribution limits of section 52 is set forth
in the letter as follows:
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"Pursuant to section 12(2) of the Act (MCL 169.212), a member of the
Legislature is a candidate for 'state elective office.’ However,
‘elective office' is defined in section 5(2) of the Act (MCL 169.205)
as 'a public office filled by an election, except for federal offices.'
Since a recall vote does not fill a public office, it must be concluded
that the candidate committee of an officeholder subject to a recall
vote is not a 'candidate commitee of a candidate for state elective
office.' Therefore, section 52 does not apply to contributions
received by an officeholder who s being recalled, provided the contri-
butions are designated for a recall election.

In an election to fi11 an office, the opponents are two or more can-
didate committees operating under the same restrictions. For example,
in a state senatorial election, contributions to each candidate are
Timited by section 52(1) to $450.00, unless made by an independent com-
mitee, political party committee, or the state central committee of a
political party. Contributions from these committees, however, are

subject to other restrictions.

Proponents of a recall measure are required to file a statement of
organization as a political committee. Contributions to political com-
mittees are not subject to limitation under the Act. If section 52
were to apply to contributions received by the candidate committee of a
state elective officeholder facing a recall, the opponents in a recall
election would be operating under different sets of rules. Such an
interpretation would undermine the open and fair election policy other-
Wise promoted by the Act by allowing the political committee advocating
the recall to engage in unlimited fundraising, while severely limiting
the officeholder's ability to raise money. This result, which is
inconsistent with the Act's purpose, is both absurd and unfair and
could not have been intended by the Legislature. Consequently, section
52 cannot be construed as applying to contributions received by the
Candidate committee of a state elective officeholder facing a recall

election.”

One of the points made in the material submitted along with the request for a
declaratory ruling is that the previous letter ignores section 5(1) of the Act
(MCL 169.205). That section defines the term election. Recall elections are
specifically included in the definition. This provision was not ignored in
drafting the previous letter. It is clear that a recall vote is an election
pursuant to the Act. As a result committees which participate in recall elec-
tions are required to meet all the registrations and disclosure requirements of
the Act. It is not inconsistent to conclude that even though a recall vote is
an election that the provisions of section 52 are not applicable since the offi-
ceholder who is the subject of the recall vote is not a "candidate for state
elective office” which is a prerequisite to the application of the contribution

Timits set forth in section 52.

In upholding the contribution limits established in the Federal Election
Campaign Act, the U.S. Supreme Court in Buckley v Valeo, 424 US 1 (1976) pointed
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to the fact that the contribution limits applied equally to incumbents and
challengers as follows:

"Apart from these First Amendment concerns, appellants argue that the
contribution limitations work such an invidious discrimination between
Tncumbents and challengers that the statutory provisions must be
declared unconstitutional on their face. In considering this conten-
tion, it is important at the outset to note that the Act applies the
same limitations on contributions to all candidates regardless of their
present occupations, ideological views, or party affiliations. Absent
record evidence of invidious discrimination against challengers as a
class, a court should generally be hesitant to invalidate legislation
which on its face imposes evenhanded restrictions." (424 US I at 31)

The Secretary of State has an obligation to administer this law in a constitu-
tional fashion and to implement the statute so as to avoid absurd results.

To implement the statute as you have suggested would treat contributors to the
proponents of a recall differently than contributors to the committee of the
state official who is the subject of the recall. Such a construction would sub-
ject the Act to a challenge on constitutional grounds. In addition it would
Create a result that clearly could not have been intended by the Legislature.

This response is a declaratory ruling as provided for in the Act, the Rules and
the Michigan Administrative Procedures Act.

uly yours,

Al

hard H. Austin
Secretary of State

Yery

RHA/ cw
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January 24, 1984

Mrs.

Florence F. Saltzman

30630 Woodside Drive
Franklin, Michigan 48025

Dear Mrs. Saitzman:

48918

This is in response to your inquiry concerning the Campaign Finance Act, 1976 PA

388,
Questi
be defined as

report?"

as amended {the "Act"). VYou submitted a document entitled "Twenty

group attempting to influence an =lection” and ask that, if the Department
agrees, we notify the Cakland County Clerks office and yourself “so that Jakland
County can . . . reguest the group's filing."”

ons in the Franklin School Property Purchase" and ask if the document may
"a potitical piece of a group attempting to influence an election
and if so, shouidn't the group file an organization statement plus a detailed
You indicate that it is your belief tnat the document "represents a

In response to your guesticns, it must first be pointed out that the conclusion
of the document states, "The purpose of this questicnnaire is to ask guestions

that need answering and to get maximum voter participation.” Nowhere in the

document may be founa any statement urging voters to support or reject any par-
ticular position {i.e., "Vote Yes {or No) on the Franklin Schooi Proparty
Purchazei"l . The Act requires that certain expenditures be reported and
exciuges:

"An cxpenditure for communication on a subject or issue if the com-

munication does not suppert or Oppose a ballot issue or candidate Ly name or

clear inference . . . ." (MCL 169.206(3)(¢))

Because the document which you submitted does not appear to "suppori or oppose a
t issue” either directly “or by clear inference," funds used Lo pay for it
do not fall within the definition of expenditures which must be repcrted.

pailo

A "committee” is defined at section 3(4) of the Act as meaning:

" . . . a person who receives contributions or makes expenditures for
the purpose of influencing or attempting to influence the acticen of
the woters for or against the . . . quatification, passage, or cefeat
of a oailot cuestion, if . . . expenditures made total $200.00 or more
in a caiz2ndar year.”

4 n’17
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Because the document you submitted does not appear to "influence or attempt to
influence the action of the voters for or against” the "Franklin Schocl Property
Purchase” but rather appears to "ask questions . . . and to get maximum voter
participation,” it follows that the group circulating the document is not a
"committee" as defined above, and therefore need not file a statement of organi-
zation or campaign statements until it actually becomes a committee as defined in

the Act.

The above is not a declaratory ruling concerning the Act because none was
requested.

Very truly yours,

fobey 7 Qe

Phillip T. Frangos
Director
0ffice of Hearings and Legislation

WB/ cw
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January 24, 1984

S. James Clarkson
4000 Town Center, Ste. 1470-A
Southfield, Michigan 48075

Dear Mr. Clarkson:

This is 1n response to your inquiry concerning the Campaiqn Finance Act (the
“Act"), 1976 PA 388, as amended. You requested a Declaratory Ruling concerning
titerature you contemp1ate sending tc other attorneys indicating that:

! . . Many friends have asked we to run for re-election {to & judi-
c1a1 position). 1 thought it best to first ask the lawyers if enough
share the same opinion.

You go on to advise that, based upon your experience, " . . . I fee! that I can
serve in a way that wou]d make the practice of law more of an enjoyment than a
tribulation. I hope that in the event I decide to 'throw my hat into the ring'

[ can have your support.” You ask if circulating the literature described above
requires that you “comply with the identification and disclaimer requirements of
the . . . Act and establishes me as a candidate, or whether this represents a
mere intention preliminary to determining whether to be a candidate" and there-
fore, compiiance with the Act is not required.

A person becomes a candidate for purposes of the Act by falling within the defi-
nition of "candidate"” found in the Act. Section 3{i) sets forth this definition
as follows:

“Sec. 3. (1) ‘Candidate' means an individual: ({a) who files a fee,
affidavit of incumbency, or nominating petition for an electIVﬂ
office, (b) whose nomination as a candidate for elective office by a
po]itical party caucus or convention, is certified to the appropriate
filing official, (c¢) who receives a contribution, make§~an EXpEN-

Leibution
or maiewdn exp ‘ﬂﬂ)tJre With @ view to bringing about the 1na*v3dud‘ ’s

diture, or gives consent an 1nothcr’unrcon'fo réecelve a co

nomination or election to an elective office, whether or not the spe
TTFic elective office for which the Tndividual will seek nomination or
election is known at the time the contribution 75 received or the
expenditure is made; or {d) who is an officeholder who is the subject
of a recall vote. Unless the officenoider is constitutionally or
Tegally barrea from seeking reelection or fails to file for reelection

MS -Gy n’r7
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to that office by the applicable filing deadline, an elected office-
holder shall be considered to be a candidate for reelection to that
same office for the purposes of this act only . " (emphasis
added)

The above definition must be read in conjunction with section 6(1), defining
"expenditure" as meaning:

" . . . a payment, donation, loan, pledge, or promise of payment of
money or anything of ascertainable monetary value for goods,

materials, services or facilities in assistance of or in opposition to,
the nomination or election of a candidate . ™ (emphasis added)

It is the Department's position that, rather than simply “testing the water," by
paying for and circulating a letter such as you enclosed you are in reality
making an expenditure in assistance of your nomination or election as a can-
didate, even if you ultimately decide not to run for office. Therefore, you are
a candidate and must file a statement of organization.

It is unclear from your letter whether the expenditure you are proposing to make
comes from your personal funds, contributions received from other persons, or
your law practice. If the latter is the source of the money spent, different
provisions apply depending on the nature of your practice.

If the law practice is a sole proprietorship, then funds may be spent and
reported as personal contributions to your campaign. If the law firm is a part-
nership, the firm will be required to file and report as a committee if $200.00
or more 1s expended, unless the funds represent contributions from your partners
as individuals. If the law firm is incorporated, no funds may be utilized in
the campaign, since corporate contributions or expenditures on behalf of can-
didates are unlawful pursuant to section 54 of the Act (MCL 169.254).

The literature you propose to send is covered by section 47 of the Act (MCL
169.247) which requires printed matter to bear upon it the name and address of
the person paying for it. These various requirements are explained in the
enclosed manual designed to assist persons in complying with the Act.

This letter constitutes a declaratory ruling pursuant to section 63 of the
Michigan Administrative Procedures Act (MCL 24.263) and the rules promulgated to

implement the Act.
Very~ruly yours,
«L m
. -~
Richard H. Austin
Secretary of State

Enc.
RHA/cw
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February 13, 1984

Mr. Richard D. McLellan

Dykema, Gossett, Spencer, Goodnow & Trigg
800 Michigan National Tower

Lansing, Michigan 48933

Dear Mr. Mcleliian: .

t

This is in response to your request for an interpretation of the Campaign
Finance Act (the "Act"), 1976 PA 388, as amended, regarding the payment of
iegai fees by a candidate comnittee or an officenolder expense fund.

You indicated you recently performed legal work for an officeholder, his cam-
paign committee, and his officeholder expense fund (“0IF") with respect to a
proeposed recall of the officeholder and to compiaints filed under the Act
against the officeholider, the candidate committee, and the OEF. You indicated
it is impossible for you to allocate the time spent in providing legal services
among the officenolder, his candidate committee, and his OEF,and ask whether the
candidate committee and/or the OEF may pay your legal fees.

In order for the candidate committee to pay part or ail of these legal fees,
the payment must be an expenditure as defined in section o of the Act, MCL
165.206, in the assistance of the nomination or electicn of the candidate.
Section 49 of the Act, MCL 169.249, provides the OEF may pay legal fees, if
they are incidental to the office and are not furthering the nomination or
election of the officeholder. Consistent with the declaratory ruling issued
to Ms. Kathy Wilbur on October 14, 1983, 1t would be proper for the candidate
committee to pay for legal fees incurred by or on behalf of the OLF, but the
OEF could not pay the candidate committee's fees.

Your legal services can be divided into three sections: the compiaint against
the candidate committee, the compiaint against the CEF, and the proposed
recall. In this particular instance, the complaint against the officeholder
was directed equaily to his actions as & candidate and an officehclder.
Therefore, to the extent your legail services were on behalf of the office-
hoider as an individual, those fees can be divided equally between the can-
didate committee and the OEF.

A ~ecall is an election as definad in section 5{1) of the Act, MCL 169.205.

Section 2{1)(d} of *tne Act, MCL 169.203, indicates an officehclides subject to
a recall vote 1s a candidate. Therefore, expenses attendant tc opposing a

MS 4 8777
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recall are legitimate campaign expenditures which may be paid with candidate
committee funds. Additionally, a recall is an election to determine whether
an officeholder will remain in office. As such, use of QEF money would be

improper because the QEF may not be used in an election in which the office-

holder is involved.

In conclusion, all these legal expenses may be paid by the candidate commit-
tee, the OEF may pay expenses arising from the complaint against the QEF, and
the OEF may not pay expenses arising from the complaint against the candidate

committee or arising from the recall effort. I[f 1t is truly impossible to
make a good faith estimate of the legal fees incurred because of the complaint

against the OLF, then the OEF may not pay any of your fees.

This response is informational only and does not constitute a declaratory
ruling.

Very truly yours,

Yy

Phillip T. Frangos

Director
O0ffice of Hearings and Legisiation

PTF/cw
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July 11, 1984

[P
Senator Robert A. Welborn
The State Capitol
Lansing, Michigan 48909

Dear Senator Welborn:

This is in response to your request for an interpretation of the Campaign
Finance Act (the “"Act"), 1976 PA 388, as amended.

You ask if it is permissible under the Act for a campaign committee to hold a
fundraising event (golf outing) and share the proceeds with a charitable
organization.

Section 4(2) of the Act includes in the definition of contribution "the
purchase of tickets or payment of an attendance fee for events such as din-
ners, luncheons, rallies, testimonials, and similar fund raising events."”
Section 6(1) includes in expenditures "any payment, donation , . . . or
anything of ascertainable monetary value . . . in assistance of, . . . the
nomination or election of a candidate." "Clearly the proceeds of a golf outing
held by a candidate committee are contributions and the costs incurred in
holding the outing are expenditures under the Act.

Your central question is whether contributions and/or expenditures may be
shared with a charitable organization. In a letter to Representative Francis
R. Spaniola (July 26, 1977) the Uepartment indicated that the Act permits a
campaign committee to pay for the cost of printing tickets for a festival
sponsored by a non-profit organization. A copy is attached for your
convenience.

The Department has also issued two other letters which bear on the issue being
discussed. In a letter to Mr. Wayne M. Deering (August 6, 1980) the
Department addressed the issue of a joint fundraiser by a state candidate com-
mittee and a federal candidate committee. After noting that a federal can-
didate committee has no particular status under the Act, the Department
determined that such a joint fundraiser is permissible under the guidelines
set forth in a letter to Mr. Michael W. Hutson (September 20, 1978). Those
guidelines are briefly, that expenditures and contributions imust be propor-
tionaily shared between joint fundraisers and the share of expenditures and
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contributions must be the same. Copies of these letters are also attached for
your convenience.

It is noteworthy that the Deering letter states that a campaign committee may
not pay more than its fair proportion of joint expenses but that the federal
committee may pay more than its share of expenses in which case the excess
over the fair share would be treated as contributions to the state campaign
committee and be controlled by section 52 of the Act.

Applying the principles set forth in these letters to the question you raise,
the Department does not consider the Act as prohibiting a joint fundraiser by
a candidate committee and a bona fide charitable organization as long as the
proportion sharing principles set forth in the Hutson letter are observed. In
applying these principles to your sfituation, the candidate committee must
adhere to the guidelines set forth. The charitable organization must also
adhere to the same guidelines because its activity would affect the strictures
or recording and reporting requirements the Act places on the candidate com-
mittee. Additionally, the charitable organization may be subject to the Act's
reporting requirements if it pays more than its fair proportion of the joint

expenses.

Many charitable organizations are in fact incorporated. Section 54 of the Act
prohibits a corporation from making a contribution or expenditure to a cam-
paign committee. Thus, if the charitable organization the campaign committee
contemplates hosting the joint fundraiser with is a corporation, the strict
requirements of the Hutson letter would have to be observed. That is the cor-
poration could not pay more than its fair share of the expenditures, since the
amounts in excess of a fair proportion would be considered a prohibited
contribution. Also, it should be kept in mind that corporations cannot
purchase tickets to the golf outing.

This response is informational only and does not constitute a declaratory
ruling.

Yery truly yours,

/ié:fééiﬂi?ﬁ;rangos 2

Director
Office of Hearings and Legislation

PTF/cw
Enc.
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October 4, 1984

Jack Schick

James Hd. Karoub Associates
500 Capitol Savings Building
112 E. Allegan

-ansing, Michigan 48933

Jear Mr. Schick:

This is in response to your request for a "formal opinion" regarding the
payment of overhead expenses of fundraising events for separate segregated
funds established pursuant to the Campaign Finance Act, 1976 PA 388, as -
amended, (the "Act").

The questions to be answered are:

"1. Is a corporation allowed by law to underwrite an entire
fundraising avent for the purpose of raising political funds,
i.e. printing, raffle tickets, purchasing prizes. The poli-
tical action committee is a separate segregated fund.

2. [f permissible, what information needs to be recorded with
the State."

distorically, corporate political participation has been prohibited in Michigan.
vhe Act made a change in that poiicy by permitting corporations .the. opportunity i
L0 establish separate,aegregatedvfundsthjch“qqy]qwsglicit;contribwggonsﬁffom.

8 et . ’». “!

s P55 sersons designated in the Act ol e

section 54 of the Act (MCL 169.254), however, maintains the prohibition on
Jdirect corporate participation in the election of candidates. Section 55 of the
Act (MCL 169.255) sets forth the Act's provisions with respect to separate
segregated funds. Although direct corporate contributions and expenditures in
assistance of candidates are still forbidden, a corporation may utilize its
funds to defray the costs of "establishment and administration and solicitation
of contributions to a separate seqregated fund to be used for political
purposes."
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The Federal Election Commission (F.E.C.) has promulgated regulations which per-
mit corporations with separate segregated funds to pay up to one-third of the
amount raised in contributions for the costs of “raffles and entertainment" uti-
lized in fundraising. Amounts over the one-third are paid from the proceeds of
the fundraising event [11 CFR 114.5(b)(2)].

In Michigan the Act does not elaborate on the type of expenses which fall within
tre meaning of section 55. No rules have been promulgated which explain or
refine the statutory language. In lieu of such explanatory material the general
rule is that words are to be applied according to their ordinary meaning.

According to Webster's New World Dictionary, Second College Edition, Simon &
Schuster 1982, “"solicit" means "to ask or seek earnestly or pleadingly; to -
appeal to or for . . . ." Communication is the predominant element in the defi-
nition. The purchase of entertainment, premiums and raffle prizes is not
included in the ordinary meaning of the term solicitation.

Section 54 continues the long standing prohibition on corporate spending in
Michigan's elections of public officials. The Act clearly prohibits cor-
purations from making a direct contribution to a committee that can in turn sup-
port a candidate. An interpretation which permits the corporation to pay for
entertainment, premiums or raffle prizes as solicitation expenses would permit
the corporation to make indirect centributions of corporate funds to the
separate segregated fund.

It is axiomatic that a person may not do indirectly what is prohibited if done
directly. Section 54 prohibits corporate spending in elections for public
orfice. A corporation cannot build its separate segregated fund by the use of
entertainment, premiums, and prizes purchased with money from the corporate
treasury. ' .

Your second question deals with how corporate payment of the costs of separate
segregated fund sponsored fundraisers is to be reported under the Act.

Corporate payments for establishment, solicitation and administration costs of
separate segregated funds are neither contributions or expenditures by the com-
mittee and are therefore, not required to be included in reports filed under the
Act. However, section 26(9)(v) does require a committee holding a fundraising
event to report "the expenditures incident to the event." The instructions for
reporting describe how such fundraising schedules are to be completed. Since
such fundraiser expenses may not be paid with corporate funds, the committee
must report its expenses in connection with a fundraiser. :

You should also be aware that raffles are regulated by the State of Michigan.
Information with respect to the operation of a raffle can be obtained from the
Lottery Commission.

f"‘)
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This response is an 1nterpretat1ve statement of the Act's separate segregated
fund solicitation provisions and is not a declaratory ruling.

Very tru]y yours,

Phillip T Frangos
Qirector
Office of Hearings and Legislation

PTF /cw

T T T BT L
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October 12, 1984

Karen Bush Schneider

Foster, Swift, Collins & Coey, P.C.
313 South Washington Square
Lansing, Michigan 48933

Dear Ms. Schneider:

You have requested an interpretative statement under the Campaign Finance Act
(the "Act"), 1976 PA 388, as amended. Specifically, your question is:

"May a corporation which has established and administers a separate
segregated fund utilize corporate monies to pay taxes due on interest
earned by the fund as a result of its placement in an interest bearing

account or certificates of deposit.”

Separate segregated funds are governed by section 55 of the Act, MCL 169.255.
Subsection (1) of section 55 states:

"Sec. 55. (1) A corporation or joint stock company formed under the
laws of this or another state or foreign country may make an expen-
diture for the establishment and administration and solicitation of
contributions to a separate segregated fund to be used for political
purposes. A fund established under this section shall be limited to
making contributions to, and expenditures on behalf of, candidate com-
mittees, ballot question committees, political party committees, and

independent committees.”

The Department advised Mr. James Barrett in a declaratory ruling dated October
26, 1983, that:

"A corporation may pay for the cost of office space, phones, salaries,
utilities, supplies, legal and accounting fees, fundraising and other
expenses incurred in setting up and running a separate segregated fund

established by the corporation.™”

That declaratory ruling also stated the corporation may pay the travel expenses
of the officers and directors of its separate segregated fund.

MS—.43 8/77
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From these examples of what expenses of a separate segregated fund are
establishment, administration, and solicitation expenses which may be paid by
its corporate creator, it seems clear bank service charges are administration
expenses. Your question is whether this "expenditure for administration" cate-
gory extends to the payment of income taxes incurred because money in a bank
account or certificate of deposit earned interest.

The Federal Election Commission (FEC) has issued an advisory opinion on the
question. This opinion concluded that the tax on income generated by a separate
segregated fund was not an allowable use of corporate treasury funds. That opi-
nion issued June 3, 1977, to the Texaco Employees Political Involvement

Committee states in relevant part:

"The Commission concludes that taxes incurred by TEPIC on-its earned
interest income are not 'administration' expenses within the meaning
of 2 U.S.C. §441b(b)(2)(C) and §114.1(b). A tax obligation on income
generated by the depositing in an interest-bearing account of unused
contributions to a separate segregated fund is not incurred in the
pursuit of voluntary contributions, the maintenance of those contribu-
tions, or the utilization of those contributions for 'political
purposes.” Rather, the tax is incurred as a result of the production
of income to TEPIC; these costs are clearly distinguishable from costs
jncurred in ‘setting up and running' TEPIC as a separate segregated
fund. Accordingly, TEPIC's tax liability may not be paid with

treasury funds of Texaco."

The reasoning of the FEC on this issue is also applicable to the Act. To permit
corporate payment of these committee expenses would amount to an exchange of
corporate funds for funds generated by the seperate segregated fund's activity.
This response is informational only and does not constitute a declaratory

ruling.
ti%iégii;;vyours,
Phillip T. Frangos

Director
Office of Hearings and Legislation

PTF/cw
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Philip Yaa Qam
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2xgeadicuras. You further

3darly and a galitical party commititae,

I0e Tact thet a2 golitica!l )

J&rly commitiee, must File a
r2caive contrigutions or maka
dsk wnetier the Act distinguisnes getween a politicz:

a
=

, and, if sc, ages the distinczion iis in
arty commiitee, as a commizzae under the Act, is
2arsy

engaged in activicy infiuencing specific elections, wherzas, a politicai

-

s engaged in general joiit

specitic alectign.

ical ictivity and not ia &Clivity whicn influencas :

Tha imocrzant discinczion 'S 702 deftwean a aglitical 9driy and a ogiitical aarcy
cormmiliee, DU ratner Setween ap 2nCity wnich 1S & commizzee uncer the Act ang
one wnich is act. it is agr rhe Case that 1 political party may engage in acci-
vities wnich inTluenca sgecitic alactigns snly througn politics] garty commic-
t2es. The Act contemglazzg Tive tymes of committaas: candidate cemmitcass,
0atlct cuestion cammitiaes, indanendent commitizes, policical committaes and
polizicai sarty commiciass, Under tne Acz, a peiirical 92riy may ferm and aoer-
2te &s any lype of commitiae, €XC20T a candidate commiitas which can caly be
formed by a zandidaza.

|
KY)



2hilip Van Oam
Paga ¢

vides 1n part, ""committze" means a person whe receives contrioutions or makas
axpendituras for the purposa cf influencing or attempiing to influence the
aczien of the votaers . . ., 17 contributicns rac2ived . . . or expendituras made
tocal $200.00 or morz in a calendar year™.

Your dleaitar staras that tne golicical party in guastion reczived no contrivdu-
tigns and made no 2xpgendilyras far the purpose of infiuencing vatars in a speci-
fic e2lactlon. However, oncz 3 gerson qualifiss as a commicfae ynder the Ac:,
cacmittae sTatus cantinues Tor subsequent calandar years for purposes ¢r the
r2corting raquirements of Ine AcCt, aven though nQ cantribucions ara reczived and
710 axpendituras ara made. Oncs committae status is achieved, the commilies must
fiia a camgaign statament it leas: annually under sacticn 38 ¢F the Act (MCL
153.232) wnetner or not it racaived cantributions or made exgendituras during
he filing geriod. A commiifiee Can avo.d filiag an annual campaign statament
anly if it quaiifies under Rula 37, 1979 AC R189.37, and filas a watver under
saciticn 24(4) of tne Act (MCL 189.22¢) and dces not expend or racaive an amount
in 2xcess of 5300 Tar any alection, aor if it files a dissalution statement under
saction 24(3) of the Act and Ruie 28, 1979 aC Ris%.Z8. :

Aute 3(Ll), 1979 AC R189.3(1), oravides, "A statament, ragort . . . raquired 9

Je {iled by the act shail be filaed . . . on a form pras: ibed or approved pra-
vicusly by the sacratary of stata." The Oepartment pravides campaign statament
, and qther ra2o0rting forms, wiih agre-nrintad heiadings faor inTormation
Juired under the Act. Rule \(7 1979 AC R169.3(3), states, "A persan Tiling
statament gor rs2oart . . . shall ccmplete gach item of inrarmation requestzd or
all aate clearly that the itam of information is not applicable to the filer."
n accordances with Rule 3(3), wnen the amount of money or value is resquestad and
ne filer has zerg amouat tg rangrtT, then zarg amount should Be entarad.

Vou ask whether the stata Resudlican grganizatica must report funds exgended for
srcducing and distributing newsiet:iars, gorganizaticonal matarials, campaign
mazarials, camgaign manuals, fund raising manuals and other similar matarials
wnicn ars sent to R2oudliicans or other dintarestaed individuals and organizatians,
Juz wnich 4o not support ar qpoose 4 nallot issue or candigats by name or clear
inTarenca. You also ask whether donations recaived frcm business and labor car-
2orations may De used to produce and discributa these matarials or other com-
munications wnich do not suppart ar oppose any balloC question aor candidatea by
name or clear infaranca, or waich ars not made fcr the gurpasa of influencing an
aiaction, or wnich ars not ia assistanca ar appositicn theraof.

Under section 4(l) of tThe Act (MCL 169.204), a contribufion is an "sxpenditurs
. made Tor the purpaose aof influencing the nominaticn or election of a can-

didata, or for the qualirication, passage, ar defeat of a bdallat question."

Under saction 5(1) of the Act (MCL 169.206), an expenditurz is a “donation

2T L L. Anffhing of ascartainacle monetary value for . . . matarials . . . in
2ssiscanca aof, cr in gpposizian to, the nominatiaon or slaction of a candidaca,
or the gqualification, passage, or defaat of a ballot question." Additionally,

secticn 6(2) of the Act states, "Expenaitures includes a coatribution or a trans-
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far of anything of ascartainable monetary value for purpasas of influencing the
nomination or alectian of any candidata or the qualificaticn, passage or defaat
oF a baliot guestign.®

a e
ahefen" 20 putliic cffice. Ancther impaortant guragse is to
izal phiiosagny as zuolic pelicy by supcoru.ng or Jgecpcsing daiioc quesbxows.
€ matarials described in ycur inquiry are clearly producad and distrigutad for
e purpose of intlueancing an alection. Likewise, tuev ira matariais ina
5sistance of, or_in ggoosition g, 4 candidaza or 3allot questioa. 3ut For
eczoral activity, thers would be no need for these matarials.

Txe orincipal purpose of a pelitical party is to promots th
l"l
oli

] l,)'

[{U Y] 1|~|(—
o
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However, your iaquiry indicatzs that the matariais you describe do not suppor: ar
aocpose 3 dallat issue or canaidata ny name or clear infaraaca. Section 6(3)(c)
9T the Act statas:

(3] Expenditure dces aot include:

“(c) “An exgenditura for communication on a SUDJE T or issue -if the

communication does nat supgort or opposa 3 ba} ac 1ssue or ciandidaca

by name or clear .nxaroncn“ Co o
"Fungs racsived from corooratigns cannot be usad in assistanca of 3 candidata.

. . wWhile it is concaivabiz a sgiitical garzy commiciae cauld sudliss &
nawsietter wnich does a0t suppor: or give assistance o 3 candidata ('candidata’
inciudes 211 incumoents), this saems unl*“=‘y “ La2ttar Ig Mr. Javid A. Limpercz,
aat2d Sepctamber 21, 1983, Nevertheless, if newsiettars, organizational matzri-
irs, camoaign matarials, -camoaign manuals, fundraising manuals ind cther Zom-

municaticns do QT supoort or ggpose 4 candidata or 04liot issue 9y name or
cta2ar inferanca, then Tunds esxgended for praoducing and distribuzing these com-
menications ire agt 2xgendituras under the Act and ara aci raao0rtanie. IF these
ccmmunicaticns quality for the axciusion under sectiaon 3(3){c) of tne Ac:, tnen
czcraorate donations may De usaed for the production and aistribuzion of :hese

communications.

You 2sk whether funds r2ceived by the Repubiiczn Party wnich ars not contridu-
tians, as gerined in Ine Act, or funds a2xp2aded by ine Reoudiican Party which
arz not contributions or aexgendituras, as daiineg in Ine Act, ara raporiabie
under the ACT. And 2159, vou ask wnether 7Funds racaivad by the Resudlican Parcy
frcm a dongr, wno clearly designates the 7unds is given 7cr ciner than camcaign

purpases, arza ra2portible under the Ac:.

T2 was stated |
Micnigan Ragaucltic
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functions which ars entirely indesendsn: of supporting, opoosing or assisting
the nomination or alecticn of 2 ciandidate, or the qualificatian, passage or
defeat of a ballot question. 'Whether funds racaived aor expended dy a palitical
party are rapertadie under the Act desends upen whether the funds irs caoncriby-
tians or 2xpendituras as defined in the Act. (¥ funds received by a political
party arz nat contributions, as defined in the Act, then these funds are not
r2oortabie under the Act. Stmilarly, if funds axpenced Oy a palitical party ars
nct contritutigns or axpendituras, as defined in :the ACT, then chese funds ars
not repartahble under che Ac:o. Hoewever, in a letTer to Mr. James C. YanHesst,
dated Cecemper 1, _ 1981, the Jepartment stitad,

“Unlass the contributor clearly designatas the funds as being far
olnher than camcaign purposes, the Oegarzment prasumes that caoncriby-
tions 2o a political garty ara made for the purpose of inTluencing the
nominaticn or slacticn of a candidata Fgr stata or local office,lor
the qualification, passage or deraat of a ballat questiagn.® '

A contribution to a pelitical party wnica is clearly designatad as being Far
ather than campaign purposas is not a cantribution under the AcCt, and, therz-
Fars, is not ragertable under the Ac:. Concurrantly, a disdursement for acci-
¥1Ty winich is aot within the ambic of the Act is not subDject ta the Act's
rasarting or recard-k2eging raquiraments.

7ou ask whether gayments by che Regublican Party far purchase ar canstructian arf
party headquarters and attandantc Toving costs, headquartars rant, state and
tocal ad valorsm property taxes, party administration, office supplies, work-
men's comgensation, unemplovmenc comoensation, medical and health insurancs, and
amajoyees' salarias ars a2xpandicurss ar <ancriputions under the Ac:z, iF not made
fcr the gurpose of influencing an eiaczion.

four inquiry is premised upon the {act that the funds described ars not expended
“Far the ourpose of influencing an election.* If, in fact, thesa Funds ara noc
axvended for the purpose of inTluencing an alection, then zhey ars neither can-
iributions naor expenditures under the Act and ar2 not reogrtable.

Since your premise is conclusory, it is bevond the scope of this rasgonsa tag
make the more basic detarmination whether che funds axpended are For the purpgse
ot iavluencing an alection. You have gascribed itams for wnicn funds ares =2x-
pended, dut you have not discigsed the use tag whicn thesa itams ara gyt. As nas
Oeen statad in a letfzr to Mr. Timothy Qowns, datad QOctober 12, 1982, "(Tlhe use
0 which funds arz to be put is the orimary detarminant of wnether 2 payment.

. 15 a contribuiton under 4(l).* Ygu identity cartain funds as exgended for
Jarty acministration withou: disclosing the particular function Deing performed.
Fer instance, the maintanance of memgershio racords could be considersd an as-
pect of party administration. Aowever, mempersnig records of & political Jarcy
are aisg maintained Tor the turpose of intTiuencing an alection. Funds 2xpencad
Tor this purpose woula be 2n sxgendizura under the ACt and #ould Se rasgorzadbia.
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You ask whether payments dy tne Regublican Party fo auditaors, lawyers, accoun-
tants, and other such prafassionals, mede for tie surpese of ccmoiiancz with thne
Act ares contributions or axpendituras under the AcI, 2nd 7 20T, musT such
payments 0e rapartad.

Ar intagral part of an electicn campaign for any candicats or commiizee is
compliance with the Act. A payment made for the 2urpose of comolianca wizh the
Ac i 15 made ia assiszance of tne nominacion or 2'actian of a candidata, ¢r Ine
gu.alification, passage, or defzat af a2 2allot gsuesticn and is an a2xpeadizura
under saction &(LL of the Ac:. Therafgra, payments IQ 3udiiors, :awyers,
accauntants, and acher such prafressionals, made for itne purpose af campiiancs
witTh the Act are axpeadituras under the Ac: and must Se reoarzad.’

Yocu ask wnether payments made by the Reagubiicin Party fsr 2xpenses incurred at
garty arganizational meetings ars contributions or axp eqai:uras under the Act,
ind whether they must be regortsd 17 no candidatas #ill be nominatad 2nd ng
ballot resglution adoptad.

This guestion was answerad in a letter to Mr. Richard 3. McLeilan, datad August

2L, 1979 a copy of which is acttached. ({f acne of cthe officas il siaxa &t this

part:cu ar organizational meeting arg public.offices, znd it none of the rasoiu-
ions to De.adopted ira balict questions, then saymencs mace by the Regubdbiican
;r:y for expensas .incurred &t this garty organizational me2ting ara agC 2xgen-

-

drzTures Jnder sacuxon 9 QT the Acb, and Lhe/ nesd;act oe ragor-ad. 2

You alsd'ask whether ayments made by the 9pguol1can ’:r:y;for -desefa<oensa5"'
ar2 contributions or 2xpendituras under: the Act, if @mace during 2 pericd cof time

wnan Lthere 1S a0 campaign. -

The Act does not contempliata 3 period of time when thers is ng camgaign. A cam-
saign is an operation underzaiken o infiuenc2 an 2iaclion. Seciign (L) 37 the
AcT (MCL 183.208) statas, "“"Slaction” means a primary, general, special, or mil-
iage 2laction neld in hIS state ar a convention or caucus af 2 policicai gercy
heid in this state Lo nominata 3 candidate.- Eiaction iacludes a rsciii vooz."
Under section 3(1) of the Ac:z (MCL 169.203), "(Ain 2lacza2d arficsnoidar snail be
cconsidered to be a candidata for recleccion to that same ofiice® Zizctisn in-
¢iuges raelection. For resorting purnoses uader Ihe Aci, tners is ag alazus
betwean campaigns. Esgecially far a pgolitical pgarty, im 2iection mercs Ine znd

or one campaign and the deginaing of another.

Ycu ask whether the Regublican Party may racsive donations from business and
tabcr corparations, and i so, wnether the donatad funds may 2a used ur ine
follawing: (1) paymeats to prafassionals to ensure ::moiia1c= with ha Act:
(2) payment of exgensas incurred it party organizaticnal mestings 2T wniIn Cin-
didatas will not be aominatad and no dallct r=su1¢u.crs )coc:=d; (3) a7 7ice sus-
gTiss, headquartars raac, gurchase or -onsiruciion oF sérty nsiadquartz-3, inc
stata ar local ad vaicram grcgerty faxas; (4) garty icmiaistracion; | 3aiirtas
gt amcloyeas, workmen's ccmgensaticn, unamoicyment Cimgensiticn, mesd ing

BT CLIurLlE.
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, 4 coarogQration ig
T qualitiss fgor an
a2xception pursuant tg sactian 54(2) or (3) or gperztas within the provisions of
secticn 33 of the Act (MCL 153.253). dowever, ynlika cther committeas, a pgli-
tical party engages in some activities wnich ara outside tie ampi: of the Act.
Tnerefors, a paliticai party May accant coroorats funas which ara noC contriby-
ticas ar axpendituras under the Act, and may axgend Znese funds for agn-camoaign
Jurposas only. 3ut, corporats funds may not oe ccmmingied witn funds wnich ars
oc will ba subjecl to the Act.

Under the provisions of saction S4(1) of the Ac: (MCL 1569.254)
pronhibited from making a contribution ar axgenditurs, unless i

.

The guestions you pose were answersd in a lattar tg Mr. Qavid A. Lambert, gatad
Cctober 31, 1384, a copy of wnich is atticned for your convenianca, (1)
Ccrpaorats funds may not be usad for legal or accounting expenses associatad wizh
Cempaign Financa Act compliancs, excagf when thesa expensas ars2 incurrsd- 9y a
ballot Guestion committae. Under the excaption of saction 54(3) of the Acz, 2
corparation may maka a contributign Aot in sxcass aof $10,200.00 o =ach ballac
question ccmmitiae. (2) Corparate funds may he ysed for axgensas incurraa at
party organization meetings only if ng candidatz will Se acminacad and ag hallot
rzsolution will be adeptad. (3) Carparata funds may Se used far gffica
suopliias, headquarters rent, gurchase or construction ar party headquarters, and
stata and local ad valoram graogerty taxes anly 17 these axpenses ara incurrad
2:clusively in the perfarmanca ofF noa-camgaign activity. (4) Coarnorate funds
may be used Tor expensas of party administracion cnly wnen the particular func-
tizn pertormed is exclusively non-camoaign relatad. You have not descrined
party administration activities in sufficient detail to maks any specitic
interpretation. For axampls, as iadicarad aravicusly, maintananca of memsershig
F2Caras may oe a ‘unction of garty administration, out nis funciion is aac
sxZlusively for non-campaign purposes. (5} Cerporaca contributions may noc Se
used Lo pay the wages and benefits of party emolgyses who do act waork axcluysi-
veiy in non-campaign activity. As'was stated in the Lambert lattar, sugra, “ina
suamary, nolitical parties may racaive ind scend money from <orparations rar
activity which is exclusively cutside the Act."

YCu aiso ask whether corporate funds donactad tg the Regublican Party-may 3e usad
For votar regisiration drives conductad by tne ociitical party, dut which ara
act ungertaken in suppert of ar in ooposition ta a ballat Juestion or candidaca
d9s 4 name or clear inTeranca, and wnich is not undertakan for the gurpgse of
inTluencing an alection.

Sectiaon 5(3)(e) of the Act statass:

"(3) Expenditures does not include:

(2) An expenditurs for nonpartisan votar rzgistration or acnpar-
tisan get-out-the-vota activitias.”
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The legislative history of the Act reflected in this exclusion indicacas an awara-
ness by the Legislatures of the pubiic importancs and public servica valye of non-
partisan activities of the type traditignally conducted by organizations lika the
League of Women Votars. Such activities include votsr registration ang get-out-
the-vote drives. The use of the tarm ‘nonpartisan" clearly eliminatas palitical
partias from this exclusion. The grimary purpose of a voter registration drive is
to influence an election. Funds expended fer a votar registration drive by a
pclitical party are expendituras in assistance of party-designatad candidaces.
Tnerefora, political parties M3y nat use corparate danatiaons tg fund get-qut-the-
vote or voter registration drives.

‘ .
This letter is informatiagna] only and does not constitute a declaratory ruling.
y Ve g

tryl ours,
Ve;Y /9 Yy

s ‘52?9¢4f77 S C-CZ,«Q7@~>/1-
Prillip T. Frangos
Cirector

Office of Hearings and Legislation

PTF/cw
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MICHIGAN DEPARTMENT OF STATE ‘J*’M"

LANSING
MICHIGAN 489138

RICHARD H. AUSTIN . SECRETARY OF STATE

STATE TREASURY BUILDING

~

October 31, 1984

Mr., David A Lambert
639 N. Hayford
Lansing, Michigan 48912

Dear Mr. Lambert:

You have requested an interpretative statement under the Campaign Finance Act
(the "Act"), 1976 PA 388. as amended, regarding hypothetical aduesticns to
clarify an interpretative statement issued to you on September 21, 1983.

The initial issue you raise is:

“May a political party committee hold a fundraiser at which it
uses a program booklet to sell advertising to corporations, it
the proceeds (if any) from said program advertising are segre-
gated into an account for non-campaign purposes? Or, does the
fundraising event have to be held for the sole purpose of

raising money for non-campaign purposes.”

As indicated in the September 21. 1983, letter, section 6 of the Act (MCL

169.206) states, in part, "'Expenditure’ means a payment . . . of money
for . . . services . . . in assistance of . . . the nomination or election or a
candidate, or the qualification, passage, or defeat of a ballot gJuestion." The

letter went on to state:

“Funds received from corporations cannot be used in assistance
of a candidate. Because the purchase of an advertisement
assists the recipient, a corporation may not purchase an
advertisement in a program book, ad boOK, or newsletter which
supports or opposes candidates. While it is conceivable a
political party committee could publish a newsletter which
does not support or give assistance to a candidate
(“candidate” includes all incumbents), this seems unlikely.

If a political party committee wants to designate a specific
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fundraiser or method of fundraising as being for non-campaign
purposes, it may do so and accept corporate contributions.

But it may not merely pull corporation contributions out of
the receipts for a fundraiser (or for newsletter ads), and put
the corporate funds into a separate account. If a newsletter
which does not support a candidate or ballot question could
somehow be published, a political party committee could
designate all advertising income for a separate account for
non-campaign purposes.” (emphasis added)

-

Unlike other types of committees, political party committees are not required to
file separate reports for fundraisers. Political party committees report
contributions received at a fundraiser and expenditures made to hold the
fundraiser the same as all other contributions and expenditures. A political
party committee must report contributions received or expenditures made wnen the
contributions and expenditures involve fundraising for campaign purposes.
Receipts and disbursements resulting from non-campaign fundraising are not
contributions and expenditures and should not be reported under the Act.

As indicated in the quote above, a political party committee may designates a
"“method of fundraising as being for non-campaign purposes". A fundraiser 1s a
method of fundraising. The entire fundraiser may be designated for non-campaign
purposes, in which case corporate contributions would be accepted and none of
tne fundraiser's receipts or expenses would be reported by the political party
committee. Alternatively, all or part of the fundraiser's receipts could De
used for campaign purposes, no corporate contributions could be received in con-
nection with the fundraiser, and the political party committee would report only
those receipts and expenditures wnhich are or will be used for campaign purposes.
However, a fundraiser may not be split between campaign and non-campaign pur-
ngses with corporate contributions received and channeled to non-campaign pur-
poses. Just as an officehoider expense fund which receives corporate money 1s
“tainted" and may not purchase tickets to candidate fundraisers, a political
narty committee's method of fundraising may not commingle corporate and non-
corporate funds and be utilized in candidate elections.

In conclusion, a political party committee may not have a program booklet for
which corporate funds are received in connection with a fundraiser which other-
wise is used to raise campaign funds.

The second issue you have raised is whether corporate funds may be used by poli-
tical party committees in certain identitied instances. Specifically, you asked:

"I would also like to know if a political party committee may
yse corporate contributions for any of the following:

1. For the purchase of office supplies such as stationery,
envelopes, etc.

2. For office expenses such as telephone, fire and/or iiabi-
ity insurance? -
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3. For the rental of or purchase of a party office/headquarters?
4. For covering the costs of party officers to attend party-
related meetings or events (travel, lodging, and meals)?

5. For legal and/or accounting expenses associated with
compliance with the campaign finance law?

6. For wages and employee-related expenses (such as
unemployment and workers compensation insurance) for party employees?
7. For the payment of ad valorem property taxes an any pro-
perty owned by the party?

3. For the expenses associated with the maintenance of mem-
bership records such as computer record-keeping costs?

9. For the purchase of such office items as computers,

copying machines, office furniture, and filing cabinets?

[t is appropriate to consider what procedures are available under the Federal
Election Campaign Act in similar fact situations. The Federal Slection
Commission (the "FEC") has promuigated rules which allow allocation of expen-
ditures among candidates and allocation of a candidate's travel gxpenses between
campaign and non-campaign purposes (UCFR 106.1-106.4). The FEC has extrapolated
from these rules which allow allocation of expenditures in specific instances to
create, Dy advisory opinion, aliocations of corporate and union treasury funds
between federal and state expenditures. The FEC stated in AQ 1978-10 that
federal get-out-the-vote and voter registration drives may not be paid for with
corpcrate or union funds, but those same efforts directed to non-federal elec-
tions could be supported by corporate or union funds unless prohibited by the
state. When corporate and union involvement is not prohibited by state law, the
FEZ rules the costs of get-out-the-vote and registration drives should be allo-
cated between federal and non-federal elections in a manner similar tgo rules
166.1 througnh 106.4.

In AQ 1978-46 the FEC continued with this approach in ruling corporate and union
contributions to a party convention, such as the purchase of advertising and
exhibition space, are permissible only if they can be apportioned to state and
local conadidates. Allocation of corporate and union contributions to non-
feageral expenditures at a national party conference and workshop was approved
more recently in AQ 1982-5.

These decisions by the F.E.C. permitting allocation between faderal and nonfederal
campaigns were made in a context that differs from that presented nere.
Political party grganizations traditionally carry on joint federal-state cam-
paigns. The same party activists and voters participate in the simulataneous
election of public officials at all jevels. The F.E.C. Advisory Opinions and
regulations covering allocation are a recognition of this fact.

Campaign and non-campaian activities of Michigan party organizations can be
carried on independent!y. Unlike integrated campaign efrforts it is feasible for
a party Lo separate its non-campaign activities from the major function of the
party, helping elect its nominees to public office.
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Neither the Act nor the Department's rules expressly or impliedly permit alloca-
tion. In addition, corporate involvement in elections, which was prohibited in
Michigan prior to adoption of the Act, is strictly controlled by sections 54 and
55 of the Act, MCL 169.254 and 169.255. Since the major objective of any poli-
tical party is to nominate and elect its member to local, state, and federal

of fice, and corporations are prohibited from using treasury funds to influence
Michigan and federal candidate elections, there are very few instances where
ccroporations may contribute to political party committees.

Corporate funds may be used for office supplies and expenses, if the supplies

and expenses (telephone, heat, lights, etc.) are used or incurred exclusively
for non-campaign purposes. Similarly, the rental or purchase of office Space and
the payment of attendant insurance premiums and property taxes may be made with
corporate funds, provided the space is used only for non-campaign purposes.
However, an office, a telephone or stationery which is used even occasionally
for campaign purposes, such as soliciting support for a candidate or fundraising .
which will be used for campaigning may not be purchased or rented with funds
coamingled with corporate money.

Whether corporate funds may be used to pay party officers attending party
reiated meetings depends upon the purpose of the meeting. Ffor example, cor-
porate funds may be used to pay party officer costs at an odd year party conven-
* tion where the only busines conducted is eiecting party cfficers and passing
rules and resolutions, but corporate funds may not be used if people are nomi-
nated for state or local office at the convention. (See the August 21, 1979,
declaratory ruling issued to Mr. Richard D. McLellan which is attached.)

Legal or accounting expenses associated with Campaign Finance Act compliance may
nct be paid with funds containing corporate contributions. The only exception
to this would be when a political party created a ballot gquestion committee
which incurred legal or accounting expenses because section 54(3) permits 3 cor-
poration to _contribute up to $40,000 to a ballot Question committes.

Wages and expenses of party employees who work exclusiveiy in non-campaign acti-
vities may be paid with corporate contributions; otherwise, corporate funds may
not be used for employee wages, expenses, and benefits.

While membership records may be used for non-campaign purposes, they are also
matntained and utilized for the purpose of influencing etections, thus they are
expenditures which cannot be paid with corporate funds.

Office equipment, e.g., computers, copiers, furniture, and file cabinets, are
treated the same as office supplies, office space, and related insurance and
property taxes as discussed above.

In summary, political parties may receive and spend money from carporations for
activity whicnh 1s exclusively outside the Act. In addition, a political party
ballct gquestion committee (as distinguished Trom the “political party committee"
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as defined in section 11(5) of the Act, MCL 169.211) may receive corporate
contributions consistent with section 54 of the Act, MCL 169.254, without either
the committee or the corporation violating the Act.

This response is informational only and does not constitute a declaratory ruling.

Very truly yours,

/f,éi;d;gk ;7' éZLAQ/bti?/VCL_"_‘—

Phillip T. Frangog
Diractor
Office of Hearings and Legislation

PTF/cw
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RICHARD H. AUSTIN ] SECRETARY OF STATE

STATE TREASURY BUILDING

November 2, 1984

Senator Jonn Kelly

Tne Senate

Otfice of the Majority whip
P.0. Box 30036

Lansing, Michigan 48909

Dear Senator Keliy:

This is in response *o your request for information and an interpretation con-
cerning the applicability of the Campaign Finance Act (the "Act"), 1976 PA 388,
as amended, to denations made by corporations to an officenolder expense fund
(HOEFII)-

Sspecifically, you request a copy of any declaratory ruling or interpretive sta-
tement regarding corporate contributions to an OEF, especially concerning the
"tainting" of an OFF by icceptance of & corporate donation and any method hy
wriich an OLE can "purge the faint." You 3lso ask wnether The FIF( accounting
method may be usea to "purge the taint" of corporate donations to an OfF.

Tne Department has issued two interpretive statements cancerning corporate dona-
tinns to an OEF, copies of which accompany this lerter. In a letter to Senator
Gary G. Corbin, dated February 1, 1980, the Department -tated:
" the "nclusion of corporate contributions wtll “taint' the

J.t.F.oand thereby qgreatly 1Timit the uses ror wnich the .7 F . may he

Phized.  Tor sxampie, funds Tromoan YR L iy wnioh o rporats
CONLriLULIGnS ive haon depos b Try ottt Thero gttty o g
purchase Tickels Lo the tundralser of anobher ncrdate e gtilized ror
any uthey purpose tor which caorporate contrthuiton. may net be ysed.”

B!
i

Thos leiter also pointed out Lhat these corporate rands should more accurately
be called "donatrons™ and st be distinguished from "ronteibutions™ and
Texponditures” under sections 4 and 6 of the Act (MCL 169. 704 ana 165.206).
This detter indicates that the corporate "taint" can nnot L purced Dy creating
two separdte GEI accuunts.

A letter to Mr. Doudglas K. Weiland, dated Aucust 6. 1980, <lates tnat section
54(1) of the Act (MCL 169.254) oronibits corporate contrihutions or expenditures

MICHIGAN 48918
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as defined in sections 4 and 6 of the Act. This letter further states, "Since
it is improper for your candidate committee to receive this corporate contribu=
tion, it would also be improper for the committee to accept the contributions
and pass it along to an officeholder expense fund."

Under section 49(1) of the Act (MCL 169.249) an OEF " . . . may not be used to
make contributions and expenditures to further the nomination or election" of
the officeholder who established it. However, an OEF may be used to purchase
tickets to another candidate's fundraiser unless the QOEF is “tainted" by cor-
porate funds. The concept of "tainting" is necessary to preclude the possibi-
1ity of corporate funds being converted into prohibited disbursements, and thus
accomplishing indirectly what is prohibited directly. It has been consistently
stated by the Department that corporate funds cannot be commingled with funds
that otherwise could be used for expenses incidental to the officeholder's
office which are also contributions to another candidate. Any commingling will
"taint" all funds in the account.

There are only two acceptable methods by which an OEF may "purge the taint" of
corporate funds. Either the OEF must reduce its account balance to zero and
start a new account, or the OEF must return all funds donated by corporations.
The acceptance of FIFO or any other accounting method based on sequence or
segregation will not "purge the taint" of corporate funds because the acceptance
of such a method would make available a greater portion of the OEF for purchase
of fundraiser tickets than would otherwise be available. Section 49(1) of the
Act (MCL 169.249) states, an OEF "may be used for expenses incidental to the
person's office." A sequential or segregated accounting method would allow a
“tainted” OEF to use corporate money for officeholder expenses and make
available for the purchase of fundraiser tickets money which would otherwise
have to be used to pay these expenses. This substitution of corporate funds for
non-corporate funds would allow corporate funds to be indirectly converted to
disbursements to candidate committees for fundraiser tickets. Corporate disbur-
sements to candidate committees are prohibited under the Act. It is a basic
prrinciple of law that one cannot do indirectly what he is prohibited from daing

directly.

This letter is informational only and does not constitute a declaratory ruling.

Very truly yours,

Htewey 7.

Phillip T. Frangos
Director
Office of Hearings and Legislation

PTF/cw



: g, 9-84-CI

MICHIGAN DEPARTMENT OF STATE% j
) Toraon LANSING

RMCHARD H. AUSTIN ® SECRETARY OF STATE

STATE TREASURY BUILDING

November 29, 1984

Marc G. Whitefield
13860 West Ten Mile Road, Suite 200
Southfield, Michigan 48075

Dear Mr. Whitefield:

Tnis is in response to your inquiry on behalf of your client, the Warren
Police Officers Association, with respect to the application of the Campaign
Finance Act, 1976 PA 388, as amended (the Act), to a raffle or dinner spon-
sored by the Association's separate segregated fund.

As indicated in your letter, a corporation is authorized by section 55 of the
Azt (MCL 169.255) to sponsor a separate segregated fund. A corporation is pro-
hibited from putting corporate monies into its fund. However, a corporation
wnich has established such a fund may utilize corporate funds to defray the
costs of "establishment and administration and solicitation of contributions to
a separate segregated fund to be used for political purposes.”

You are particularly interested in knowing whether corporate funds may be used
to defray costs associated with fundraising events. Enclosed is a letter which
was issued to Mr. Jack Schick which covers the issues you have raised in your

letter. As indicated in the letter to Mr. Schick an interpretation of the Act
wnich would permit the corporation to use entertainment premiums or raffle pri-

zes as a solicitation device would authorize the exchange of corporate funds for
contributions. These indirect contributions by corporations to a committee that

supports candidates are pronibited just as direct contributions to candidates
f~om corporations are pronibited by section 54 of the Act (MCL 169.254). Tnis
interpretation, of course, does not preclude the separate segregated fund from
utilizing committee funds to defray the expenses of a fundraising event.

Before utilizing a raffle as a fundraising device, you should contact the

State of Michigan Lottery Commission to insure that you comply with all the
statutes and rules that govern the operation of raffles in this state.

MS-43 18/77)
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This response is an interpretative statement of the Act's separate segregated
fund solicitation provisions and is not a declaratory ruling.

Very truly yours,

A , 4 .
F4QLZQ;¢1,-x‘<4/1aﬂng}ya,//73

C s e J

Fn11lip 7. Frangos

sirector .

{ffice of Hearings and Legislation

PTF/cw
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